SALARY  POLICY  AND  COST  OF  LIVING 

Increased  commodity  prices  have  revived  the  question  of  salary  policy. 
A review  of  basic  considerations  should  therefore  be  helpful.  This  memorandum 
sets  forth  certain  essential  facts. 

Actual  Wages  vs.  Purchasing  Power.  Here  the  problem  is  approached  by 
tracing  the  relationship  of  money  wages  to  purchasing  power.  In  the  chart  this 
relationship  is  shown  through  an  index  series  derived  from  cost  of  living  figures 
of  the  Massachusetts  Department  of  Labor  and  Industries. 

A typical  public  employee  in  Boston  with  a fixed  salary  of  $2,100  is 
used  for  illustration.  The  wage  is  near  the  average  of  all  municipal  employees 
and  reflects  the  actual  wages  of  such  large  groups  as  police  patrolmen,  fire 
privates,  high-paid  clerks,  skilled  mechanics,  and  elementary  school  teachers. 

Payouts  are  taken  into  account;  but  for  simplicity,  no  reckoning  is 
made  of  forced  payroll  ’’contributions”  in  1932-33.  The  year  1929  was  selected 
as  a base.  It  generally  marks  the  point  at  which  existing  municipal  salaries 
were  fixed  in  Boston  and  represents  the  culmination  of  various  upward  adjust- 
ments, such  as  those  in  the  police  and  fire  services,  the  schools,  and  the  county 
agencies.  Furthermore,  1929  is  recent  enough  to  afford  a judgment  on  the  ade- 
quacy of  prevailing  salaries  and  to  avoid  long-term  complications  arising  from 
changed  standards  of  living. 

Prom  the  chart  it  appears  that  the  purchasing  power  of  the  employee 
exceeded  his  money  wage  throughout  the  depression,  including  the  paycut  years 
and  tlie  mild  inflationary  spurt  of  1937.  Since  January  of  the  current  year, 
the  purchasing  power  index  has  declined  7.2  points  in  terms  of  the  1929  base, 
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Dollar  figiires  will  further  clarify  the  situation.  Below  is  a table 
demonstrating  that  the  assumed  employee  was  regularly  better  off  throughout  the 
depression  than  in  1929.  At  one  stage  the  decline  in  living  costs  provided  what 
was  really  $544  extra  purchasing  power.  During  1941>  on  the  other  hand,  p\jr- 
chasing  power  had  decreased  $145  by  the  end  of  October,  although  it  was  still 
well  above  the  1929  level. 


Money  Wage  vs.  Purchasing  Pov/er.  1929  - October.  1941 
of  City  Employee  in  Boston  with  Fixed  $2.100  Salary 

(1929  = 100.0) 


Year 

Annual 
Money  V/a^ce 

Purchasing 

Power 

Cost  of 
Living 

Annual 

Year  Money  Wage 

Purchasing 

Pov/er 

Cost  of 
Living 

1929 

$2,100 

|2,"l00 

100.0 

1938 

$2,100 

“127408” 

87.2 

1930 

2,100 

2,176 

96.5 

1939 

2,100 

2,436 

86.2 

1931 

2,100 

2,389 

87.9 

1940 

2,100 

2,462 

85.4 

1932 

2,100 

2,644 

79.4 

1941 

1933 

1,380 

2,445 

76.9 

Jan. 

2,100 

2,450 

85.7 

1934 

1,785 

2,164 

82.5 

Mar. 

2,100 

2,456 

85.5 

1935 

2,100 

2,442 

86.0 

June 

2,100 

2,370 

88.6 

1936 

2,100 

2,450 

85.7 

Sept. 

2,100 

2,313 

90.8 

1937 

2,100 

2,362 

88.9 

Oct. 

2,100 

2,305 

91.1 

Observations.  A general  municipal  wage  policy  must  not  be  confused 
with  the  particular  problems  which  arise  from  subsistence  or  minimum  wages.  Cer- 
tain classes  - such  as  relief  recipients  and  similar  groups  near  the  subsistence 
margin  - should  be  dealt  with  separately. 

While  municipal  vrages  still  purchase  more  than  in  1929,  it  cannot  be 
denied  that  an  inflationary  trend  is  present.  Its  course,  however,  is  not  clear. 
Among  the  counteracting  forces  are  Federal  income  taxation,  and  as  yet  undeter- 
mined price  control  legislation  and  increased  social  security  levies. 

Given  the  facts  in  this  memorandum,  it  may  be  fairly  asked: 

(1)  Does  the  trend  as  of  date  indicate  the  necessity  of  a revision  in 
wage  policy? 

(2)  At  what  point  would  such  a revision  present  a real  challenge? 

(3)  Upon  what  basis  might  such  a revision  ultimately  rest? 

At  a time  of  changing  price  structure,  thought  turns  to  some  method  of 
gearing  wages  to  cost  of  living.  In  the  absence  of  personnel  classification  and 
salary  standardization,  it  would  be  difficult  to  introduce  such  a system.  And 
it  is  only  proper  to  state  that  such  a policy  was  by  no  means  followed  in  Boston 
diiring  the  downswing  in  prices.  Nevertheless,  the  problem  of  wage  policy  should 
be  dealt  with  rationally  without  resorting  to  hasty  or  arbitrary  measures. 


Boston  Municipal  Research  Bureau 
November  10,  1941 
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